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OFFICE OF THE GOVERNOR 


STATE OF MONTANA 


MARC RACICOT 
GOVERNOR 


STATE CAPITOL 
HELENA, MONTANA 59620-0801 


December 9, 1996 


Members of the Fifty-Fifth Session 
of the Legislative Assembly 

State of Montana 

State Capitol 

Helena MT 59620 


Dear Legislators: 
| am pleased to present my recommendations for the Long Range Building Program for the 
next biennium. The projects recommended, as part of the 1998-1999 Executive Budget, 


emphasize preservation of the State’s existing facilities. 


Project requests of State Agencies have been reviewed and are recommended to the 
legislature in accordance with 17-7-201 through 17-7-204, MCA and 18-2-102, MCA. 


Sincerely, 


a) co Oa 


MARC RACICOT 
Governor 


TELEPHONE: (406) 444-3111 FAX: (406) 444-5529 
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DEPARTMENT OF ADMINISTRATION 


DIRECTOR'S OFFICE 
MARC RACICOT, GOVERNOR MITCHELL BUILDING 
—— SIATIE OF MONTANA 
(406) 444-2032 PO BOX 200101 
FAX 444-2812 HELENA, MONTANA 59620-0101 


December 6, 1996 


Honorable Marc Racicot, Governor 
State of Montana 

State Capitol 

Helena, Montana 59620 


Dear Governor Racicot: 


In accordance with 17-7-201 through 17-7-204 and 18-2-102, MCA, we submit the 
agency requests for the Long Range Building Program for the 1998-1999 Biennium. 


The Architecture & Engineering Division has solicited the needs of all State agencies 
and the University System. We reviewed all facility requests and we recommend the 
Long Range Building Program, as described in the following pages, for inclusion in your 
Executive Budget. 


Sincerely, 


| 
THOMAS B. O'CONNELL, Administrator 
Architecture & Engineering Division 


LOIS MENZIES, Director 
Department of Administration 


"AN EQUAL OPPORTUNITY EMPLOYER” 


Digitized by the Internet Archive 
in 2010 with funding from 
Montana State Library 


http://www.archive.org/details/governorsbudgetf19973mont 
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Long Range Building Program 


Governor’s Budget Volume 3 


BACKGROUND 


The Long Range Building Program (LRBP) was initiated in 1965 to provide funding for construction and 
maintenance of state buildings. The program was developed in order to present a single, comprehensive and 
prioritized plan to allocate state resources for the purpose of capital construction and maintenance of state-owned 
facilities. 


Historically, the LRBP has been funded with a combination of cash accounts and bonding. The LRBP receives 
20.25 percent of the cigarette taxes authorized in 16-11-119, MCA, as well as Architecture & Engineering 
Division (A&E) supervisory fees, and retained interest earnings. The historical revenue available in the LRBP 
account for major maintenance and construction projects is shown below. 


Long-Range Building Program Revenue for Cash Projects 


Biennium Revenue 
1985 $10.87 
1987 10.52 
1989 6.24 
1991 Bo | 
1993 8.03 
1995 5.72 
1997 7.83 
1999 9.56 


In addition to a steady decline in cigarette sales, Chapter 548, Laws of 1993, directed 11.11 percent of the 
cigarette tax go to the operation and maintenance of state veterans’ nursing homes and reduced the percentage 
allocated for cash projects from 29.11 percent to 20.25 percent. The Fifty-third Legislature appropriated $2.6 
million general fund to offset the revenue loss caused by reallocation of the cigarette tax. 


By the 1997 biennium, the net revenue projected to be available for cash projects had declined to $4.59 million. 
The Governor recommended legislation to reallocate the 12 percent of coal severance taxes, which temporarily 
had been allocated to the highway reconstruction trust fund, permanently to the LRBP account and this was 
adopted in Chapter 456, Laws of 1995. With this change, the net revenue for cash projects increased to $7.83 
million. In the 1999 biennium, it is estimated that approximately $9.5 million of the gross coal severance taxes 
will be available for the program. When combined with cigarette taxes and other miscellaneous revenues, the 
result is net revenue reflected in the following table. 
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REVENUE ESTIMATE 
LONG-RANGE BUILDING PROGRAM ACCOUNT 
1999 BIENNIUM 


Revised: December 4, 1996 


Estimated Beginning Cash Balance $1,742,254 
Revenues: 

Cigarette Tax $4,370,978 

Coal Severance Tax 9,571,564 

Interest Earnings 785,577 

Supervisory Fees 602,020 

DEQ Transfer - Energy Savings 414,865 
Total Revenues 15,745,004 
Funds Available 17,487,258 
Expenditures: 

Operating Costs - A & E Division (Current & Modified Requests) (1,832,278) 

Debt Service - 1996D Issue (3,605,720) 

Debt Service - Balance of the Bonded Program Approved by the 54th Legislature * (2,486,990) 
Total Expenditures - Excluding Capital Projects (7,924,988) 
Funds Available For Capital Projects And/Or Debt Service 9,562,270 


Funding Proposals 


Capital Construction Program - LRBP Projects Only (8,615,500) 

Debt Service 
Total Funding Proposals (8,615,500) 
Balance Remaining $946,770 


* CST portion only 
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The Long Range Building Program 1998-1999 is a publication of the Department of Administration (DOA), 
A&E Division, and is part of the Executive Budget (Volume 3). The following pages of the LRBP contain a 
prionity listing of recommended cash and bonded projects with a brief description of each project and estimated 
costs. Additional information on all of the projects is available through the DOA, A&E Division at (406) 444- 
3104. Upon request, this publication will be made available in an alternative accessible format. 


PROGRAM SUMMARY 


The proposed LRBP includes three specific proposals for legislative consideration: 

a An $8.6 million cash program for 14 projects plus $51.9 million in other funds for 31 projects; 

g $61.8 million in general obligation bonds for 13 projects, with 65 percent of the proceeds to be used for 
corrections facilities; and 

a two public-private partnership lease/purchase projects in Helena. 


First, there are 14 priority cash projects recommended to be funded with $8,615,500 of cigarette tax and fees 
available in the capital projects fund [abbreviated LRBP in HB 5]. Projects include re-roofing, correcting 
structural problems, correcting code deficiencies, and continuing to meet ADA (federal Americans with 
Disabilities Act) requirements. When the revenue sources of other state agencies are included, the complete cash 
program recommendations for the 1999 biennium include 10 agencies with 45 projects at a total cost of $60.55 
million. Other state agency funding sources include, for example, state special revenue license fee projects for 
the Department of Fish, Wildlife and Parks, a variety of federally-funded projects for the Department of Military 
Affairs, and auxiliary and private funds for various Montana University System projects 


Second, LRBP state general obligation (G.O.) bonds will be recommended for 13 construction projects. Top 
priorities include major expansion of the Montana State Prison, continuation of state-county/regional partnership 
construction of regional detention centers to meet critical space needs for both state and local inmates, campus 
expansion/consolidation at the Pine Hills School in Miles City, continuation of underground utilities system work 
at Montana State University-Bozeman, renovation and restoration of the state Capitol, and renovation/completion 
of the Montana State University College of Technology-Great Falls. The recommended G.O. bond projects total 
$68.45 million with $61.8 million provided by the bonds and the balance provided by auxiliary revenue and 
federal special revenue. Debt service payments for the capital projects will be made primarily with general fund 
and the Executive Budget balance sheet contains $4.5 million for this purpose. During the hearings on the 
recommended G.O. bond bill (HB 14), there will be distributed schedules of the projected bond issuance dates, 
construction timetables, and revenue sources to retire the bonded debt for each proposed facility. 


Third, the Executive Budget recommends two lease/purchase projects in Helena to deal with circumstances unique 
to the Helena area. The Office of Public Instruction (OPI) is being relocated from the Capitol to consolidate more 
of their staff offices and to allow inclusion of that first-floor space in the Capitol restoration plan. The new OPI 
offices are in leased space adjacent to their state-owned space. Extensive renovations were required to provide 
adequate space for OPI programs in the new location. The lessor has cooperated and a second floor is being 
added to the current building, with lease adjustments to recover the lessor’s cost. Continuing to lease the site will 
result in the state paying for, but not owning, these improvements. 


Governor’s Budget Long Range Building Program 4 


The joint recommendation developed by the Governor and Superintendent of Public Instruction, Nancy Keenan, 
is to purchase the building and improvements through a lease/purchase contract. As the Executive Budget is 
being finalized, several options to accomplish the lease/purchase contract are being considered by OPI, the owner, 
and General Services. A final recommendation will be presented to the Joint House/Senate Long-Range Planning 
Appropriations Subcommittee. One option is to pay for the purchase and improvements through OPI operating 
funds with a balloon payment from the building program in year 15 of the lease. Another option is to use a 
combination of LRBP cash and the amount in the OPI operating budget for rent to pay the $900,000 for 
improvements and to sign a lease/purchase contract at no interest for the facility. 


The second public-private partnership is proposed because Helena-area agencies have become fragmented in 
leased and state-owned space as departments have changed size and been reorganized. State agencies lease over 
40 sites in Helena, as well as occupy space in the 29 buildings on the Capitol complex and in other state-owned 
buildings. In the case of one agency, program offices are located in at least eight different sites. In addition, the 
cost of leased space is escalating rapidly in Helena, and adequate space is difficult to acquire. At the same time, 
state government will be unable to finance and develop properties for all of its needs. The purpose of the 
recommendation is to decrease overall state costs and to increase state efficiency. 


The recommendation is for a public/private partnership to construct a building to house the Department of Public 
Health and Human Services (DPHHS) using a lease/purchase contract. The state would provide programming 
to delineate the DPHHS space and program needs, and utility quality requirements. A private contractor, selected 
through a competitive proposal, would design, build, and finance the construction of space which then would be 
leased to the state with an option to purchase. This method of public finance can be structured to allow the 
advantages of tax exempt interest rates. 


There is $350,000 recommended in the LRBP cash program HB 5 for initial planning and programming of this 
project. The construction costs, estimated to be about $32 million, would be borne by the developer and 
recovered through a triple net lease (state pays all costs) from the agency operating budget. DPHHS programs 
would pay the cost of interest, capital recovery, and maintenance from budgets which are approximately 35 
percent general fund, 50 percent federal special revenue, and 15 percent state special revenue. 


By relocating DPHHS, implementation of this proposal would provide space on the Capitol complex for many 
agencies to consolidate their programs at one site, or at least in close proximity to one another on the complex. 
It also would move many general fund programs out of leased space and into more reasonably-priced, state-owned 
space. The Departments of Revenue, Commerce, Labor and Industry, Administration, DNRC, and the State 
Auditor would all realize decreased costs and increased efficiency through implementation of this proposal. The 
DPHHS would realize increased efficiency by consolidating from eight of its current buildings into one facility 
designed specifically for its functions. 


Because lease/purchase would require a vote of two-thirds of the members of each house in accordance with Title 


18, Chapter 3, MCA, a bill will be introduced (HB number to be assigned) to enable legislative consideration of 
these two projects. 
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